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In a special message to Congress on January 10, the 
President of the United States asked for broad powers 
for the further development of foreign economic policy. 
In requesting a three-year extension of the Reciprocal 
Trade Agreements Act, he asked for the power to reduce 
tariff rates on selected commodities by not more than 5 
per cent per year for three years; to reduce any rate 
in excess of 50 per cent to that level in three years; 
and to reduce, by not more than one half over a three- 
year period, rates in effect on January 1, 1945 on articles 
not now being imported or imported only in negligible 
quantities. To facilitate U.S. investment abroad, legisla- 
tion was requested to reduce taxes on business income 
from foreign subsidiaries or branches to a rate 14 per- 
centage points below the corporate rate on domestic 
income and to defer taxes on income earned abroad until 


Economic Developments in South and Southeast Asia 


The Third Annual Report of the Consultative Commit- 
tee on Economic Development in South and Southeast 
Asia states that, although there is now more freedom of 
trade in the Colombo Plan area than at any time since 
the war, the total value of imports by all countries in the 
area was 30 per cent less than in 1952. This was the 
result in part of the termination of the abnormal and 
partially speculative demand for raw materials gener- 
ated by the Korean boom, and of the increased output 
of food, and to some extent of manufactures, which has 
diminished dependence on imports. The diversion of 
labor and other resources to export industries in response 
to the high prices of 1950-51 had been reversed, and 
some countries are increasingly fostering local industries 
to replace imports. Steps to reduce imports have been 
taken, either by imposing quantitative restrictions or by 
anti-inflationary policies. The decline in imports has 
been mainly in food and other consumer goods, imports 
of capital goods being fairly well maintained. The value 
of exports has declined by about 20 per cent. 

In some countries, measures to adjust costs and reduce 
consumption were necessary after the boom of 1950-51. 
Money wages were cut in the Malayan rubber industry, 
food subsidies were abolished in India and Ceylon, and 
some countries achieved higher compulsory savings 
through taxation and other measures. In general the 
upward trend of productivity has helped to cushion the 
adjustment. The process is not yet complete, and several 
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it is returned to the United States. The President said 
that he will explore the use of tax treaties under which 
the United States might waive taxes for a limited time 
on income earned by new U.S. firms abroad, provided 
foreign governments give the same relief. This would 
give maximum effectiveness to foreign tax laws designed 
to encourage new enterprises. Approval by Congress of 
membership in the proposed International Finance Cor- 
poration was recommended. An increase was requested 
from $500 to $1,000 in the value of duty-free goods 
which tourists may bring into the United States. The 
President recommended that programs designed to pro- 
mote the domestic prosperity of agriculture should be 
consistent with the U.S. foreign economic program. 

Source: The Journal of Commerce, New York, N.Y., 


January 11, 1955. 





countries are still suffering from inflation and a rising 
cost of living. 


The financial problems of the Colombo Plan countries, 
relative to their development needs, are still serious. 
Progress can be recorded in many particular respects, 
e.g., the growing success of India in raising loan funds 
from the capital market, the success of Pakistan in mobi- 
lizing savings, partly created by severe restraints on 
imports, and the inauguration in several countries of 
new institutions to mobilize domestic savings. On bal- 
ance, however, the gap between the estimated costs of 
firm development programs and foreseeable available 
financial resources appears to be widening rather than 
narrowing. Tax revenues have not increased proportion- 
ately to increasing expenditure requirements. The gen- 
eral decline of export prices has lowered the yield of 
export duties, and the reduction of general, and partic- 
ularly of “luxury,” imports has similarly lowered the 
yield of import duties. On the other hand, resources 
have been mobilized for development to an increasing 
extent outside the conventional financial mechanism, and 
the significance is increasing of rural self-help undertak- 
ings, which bring unused or underemployed human or 
physical resources into production with relatively little 
liquid capital. 

To obtain the massive sums of capital required for 
large-scale and long-term projects, recourse to some form 
of deficit financing may sometimes appear necessary. 
The extent to which, and the circumstances in which, 
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recourse can safely be had to such financial techniques 
have been intensively explored. The extent to which 
deficit financing may be safely engaged in will vary 
from country to country. In some countries a consider- 
able part of the additional money supply may go into 
hoards and thus be immobilized. The dangers of infla- 
tionary consequences, if domestic output does not expand 
sufficiently rapidly, or an increase in imports is not 
possible, must severely limit the extent to which the 
financing of development by expansion of bank credit 
can be considered prudent. Beyond a certain point de- 
velopment can be speeded up only if external resources 
are made available. 


Source: The Colombo Plan: The Third Annual Report 
of the Consultative Committee on Economic De- 
velopment in South and South-East Asia, Cmd. 
9336, London, England, December 1954. 


Europe 


Sterling Area Reserves 


The sterling area gold and dollar reserves fell by $163 
million in December 1954, to $2,762 million, but the fall 
was more than fully accounted for by payments of 
$189 million for service of U.S. and Canadian loans. A 
further payment of $2 million was made to EPU creditors 
under the bilateral settlement arrangements. For defense 
aid $8 million was received from the United States, and 
$3 million was received in settlement of the November 
surplus in EPU. The residual surplus of $17 million 
compares with a deficit of $30 million in November and 
a surplus of $11 million in October. In December 1953 
the comparable surplus was $114 million. The modest 
surplus last month is in part explained by the extension 
into the period when sterling is normally strong of sea- 
sonal pressures due to larger and later purchases of 
cereals than usual. 

During 1954 as a whole, reserves rose by $244 million. 
In 1954 the United Kingdom also repaid debt to the 
extent of $304 million—$112 million to the IMF, $99 
million to EPU creditors, $24 million on the Canadian 
interest-free loan, and $69 million on the principal of 
U. S. and Canadian lines of credit. Accordingly, the 
U. K. dollar capital account improved by $548 million 
in 1954, plus a substantial amount of new direct and 
portfolio investment in the United States and Canada. 

The sterling area had a deficit of £7 million with the 
EPU in December, half of which will be settled by a 
gold payment in January. In December 1953, there was 
a deficit of £3 million. 


Source: The Economist, London, England, January 8, 
1955. 
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U.K. Sterling Purchase of U.S. Coal 


Under a new agreement between the U. S. and U. K. 
Governments, the United Kingdom is to import 250,000 
tons of coal from the United States against sterling pay- 
ment. The purchases will be authorized under the 
Mutual Security Act, which specifies that the sterling will 
be used to make such purchases as may be agreed between 
the two Governments within the purpose of the Act. The 
purposes of the Act range from the provision of military 
assistance to U. S. allies in NATO or under similar agree- 
ments, to the promotion of the economic development 
of countries friendly to the United States by technical 
aid and cooperation or other means. 

The United Kingdom will benefit directly from the 
agreement to the extent that the amount involved will not 
come from existing dollar resources. The United Kingdom 
has recently been buying substantial quantities of U. S. 
coal in order to maintain domestic reserves without en- 
dangering export orders. It is understood that the 
amount involved, excluding freight charges, is about 
£700,000. At least half the shipment must, however, be 
carried in U. S. vessels, and British shipowners have 
protested against the transaction, though the flow of 
British goods in the second stage of this aid agreement, 
from the United Kingdom to other recipient countries, 
would not be subject to the 50-50 clause. 


Sources: The Journal of Commerce, New York, N. Y., 
December 29, 1954; The Times, London, Eng- 
land, December 29, 1954 and January 7, 1955. 


French Trade Liberalization 


On January 10, 1955, the French Minister of Finance, 
Economic Affairs and the Plan stated that the coefficient 
of private trade liberalization with OEEC countries had 
been raised from 65 to 75 per cent, but that until April 1, 
1955 the new liberalization would be carried out on an 
experimental basis, i.e., import licenses would be granted 
automatically for products on the new free list without 
making the official communication and commitment to 
the OEEC Council. This procedure had been followed 
in 1954 before France communicated to the OEEC Coun- 
cil, in November, its commitment to set the official 
coefficient of liberalization at 65 per cent. A compensa- 
tory import tax of 7 or 11 per cent is levied on most of 
the products on the new list. These products include 
mainly paper and cardboard, textiles, and machinery. 

The Minister stated that the French goal “is to continue 
liberalization further beyond the 75 per cent stage and to 
shift products from the list of imports liberalized with 
tax to the list of imports liberalized without tax.” A 
committee established to survey the problems raised by 
liberalization will report, after consultation with em- 
ployees and trade unions, on the cost and price problems 
met by some of the most sensitive sectors, such as paper 
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and cardboard products, natural and artificial textiles, 
farm machinery, fertilizers, motor vehicles, and machine 
tools. 


Source: Le Monde, Paris, France, January 12, 1955. 


Treaties Between France, South Vietnam, Laos, and Cambodia 


A number of agreements were signed on December 29, 
1954 between France, South Vietnam, Laos, and Cam- 
bodia, which abrogate the so-called Pau Agreements of 
1950 and determine the new monetary, financial, and 
commercial relations of the Associated States of Indo- 
China between themselves and with the rest of the 
French Union. 

Most of the new agreements took effect January 1, 
1955. They deal, in particular, with the definition and 
parities of the national currencies of the Associated 
States (which remain temporarily unchanged), the es- 
tablishment of new exchange controls and of new customs 
arrangements, the liquidation of claims and rights, free- 
dom of navigation on the Mekong River, free access to 
the port of Saigon, and the establishment of various 
trade and tariff preferences. 


Source: Le Monde, Paris, France, December 30, 1954. 


Unemployment in the Netherlands 


Unemployment in the Netherlands continued to decline 
throughout 1954, to an average of 73,000 (approximately 
2.5 per cent of the labor force), compared with averages 
of 102,000 in 1953 and 138,000 in 1952 (including those 
employed on government relief projects). The decline in 
1954 occurred despite an increase of 40,000 in the total 
male labor force, and brought unemployment to a figure 
lower than in any year since 1949. 

Source: Het Financieele Dagblad, Amsterdam, Nether- 
lands, January 11, 1955. 


Swiss Capital Market 


Despite intense economic activity and a considerable 
volume of new investment, the supply of capital in Swit- 
zerland tends to exceed the demand, and there has been 
a serious fall in the rate of interest. This has led to a 
boom on the real estate market, where the traditional 
limit for first mortgages has been exceeded. Exports of 
private capital in 1953 are estimated at Sw F 1,240 
million, against Sw F 1,076 million in 1952 and Sw F 392 
million in 1951. Imports of capital into Switzerland have 
not been large during the past two years. The lack of 
investment opportunities is due in part to the stability 
of the consolidated indebtedness of Confederation, can- 
tons, and communes, which has remained practically un- 
changed since 1948. The amount of government stock fell 
by Sw F 1,800 million between 1947 and the end of 1953, 
short-term notes being issued instead and advances ob- 
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tained, mainly from the compensation fund of the Old 
Age and Dependents Insurance Scheme. There has been 
little industrial borrowing of late, except for new deben- 
tures issued by the electricity companies. Public issues 
of shares have fallen off, and bankers’ advances have not 
kept pace with industrial development, owing to the 
widespread practice of self-financing. 


Source: Swiss Bank Corporation, Bulletin, Basle, Switzer- 
land, November 1954. 


Danish National Bank’s Accounts for 1954 


There was practically no change in Denmark’s foreign 
exchange position in the last two weeks of December 
1954, net indebtedness decreasing from DKr 173.5 mil- 
lion to DKr 172.2 million. In addition, Denmark has 
DKr 217 million in gold. Since the beginning of the year, 
when reserves of foreign exchange amounted to DKr 330 
million, the situation has, therefore, deteriorated to the 
extent of about DKr 502 million. Of this amount, nearly 
DKr 200 million is accounted for by foreign loan 
redemption, but foreign exchange to the amount of 
DKr 300 million has also had to be paid out for other 
purposes. As a result of the increase in its reserves 
between April 1953 and April 1954, Denmark will shortly 
have an obligation to pay dollars to the International 
Monetary Fund equivalent to about DKr 75 million. 

The National Bank’s returns for 1954 indicate the 
growth of the Danish Government’s monetary require- 
ments. At the beginning of the year the Ministry of 
Finance had a small credit balance with the Bank; by the 
end of the year it was in debt to the Bank to the extent 
of about DKr 330 million, to which must be added about 
DKr 100 million transferred by the banks to the National 
Bank in connection with the dollar premium scheme. 
The National Bank’s year-end return suggests that the 
general liquidity situation at that time was somewhat 
less strained than it had been a few months previously. 
The note circulation increased slightly during the year, 
from DKr 2,118 million to DKr 2,144 million, and sight 
deposits with the National Bank, at DKr 394 million, 
were only DKr 79 million less than a year before. Bills 
discounted with the National Bank increased during the 
year by about DKr 40 million and the Bank’s lendings 
against bonds and shares by DKr 77 million. The balance 
in the Government Regulation Account was reduced dur- 
ing the year by DKr 84 million (DKr 54 million of the 
reduction taking place at the end of December), but still 
stands at over DKr 3 billion. 


Source: Bgrsen, Copenhagen, Denmark, January 5, 1955. 


Norwegian Government Budget 


For the fiscal year 1955-56 the Norwegian Government 
has proposed to keep total expenditures, excluding amor- 
tization of debt, about the same as for the current fiscal 
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year (NKr 4,138 million, against NKr 4,167 million). 
While expenditures for defense are about 7 per cent 
smaller, expenditures for social security and interest 
on the government debt will increase. The Government’s 
capital expenditures will be reduced from NKr 267 mil- 
lion in 1954-55 to NKr 238 million in 1955-56. 

Total government revenue is estimated at NKr 4,471 
million, or about NKr 300 million more than in 1954-55. 
While in general taxes and levies will remain unchanged, 
railroad fares will be increased by 15 per cent, contribu- 
tions for old age pensions and taxes on automobiles will 
be increased, and a new sales tax will be levied on build- 
ing and construction excluding dwellings. 

The budget, excluding amortization of debt, will show 
a surplus of NKr 332 million in 1955-56, compared with 
a small deficit in 1954-55. The amortization of debt is 
estimated at NKr 332 million, compared with NKr 267 
million for the current fiscal year. 


The Minister of Finance has stated that the major aim 
of the Government is to reduce the deficit in the balance 
of payments. While for 1954 the goods and services 
deficit is estimated in excess of NKr 1 billion, the deficit 
for 1955 is estimated at NKr 550 million. Financing re- 
quirements amount to NKr 775 million, of which NKr 425 
million will be covered by credit on ships constructed 
abroad, while NKr 350 million will be covered by other 
loans, credits, or use of foreign exchange reserves. 

The Minister of Finance also stressed that any increase 
in prices or costs should be avoided, and that great caution 
was necessary with regard to wage demands in 1955. 
He announced that, in accordance with a proposal by 
the Bank of Norway, bank reserve requirements would 
be increased from February 1. Treasury bills would also 
be offered to others than banks. New directives for 
lending would be given to the private banks and meas- 
ures taken to encourage savings. 

Source: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, January 13, 1955. 


Finnish Ruble Credit 


The U.S.S.R. stand-by credit to Finland of 40 million 
rubles (see this News Survey, Vol. VII, p. 197) was 
included both as income and as expenditure in the 
fourth supplementary government budget approved by 
the Finnish Diet on December 18, 1954. The Government 
was expected to draw in the near future upon this credit, 
which is available in gold or various currencies, at the 
discretion of Finland, and the amount drawn will be lent 
to the Bank of Finland. One half of the loan will be kept 
in the foreign exchange reserves of the Bank of Finland, 
and the other half will be used for production purposes, 
i.e., allocated for imports of capital equipment. 

Source: Hufvudstadsbladet, Helsinki, Finland, Decem- 
ber 23, 1954. 
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Greek Economic Policies 


In a statement on the economic achievements of his 
administration in its first two years, the Premier of Greece, 
Field Marshal Papagos, said that solid foundations had 
been laid for economic stability and balanced economic 
growth, although the 1953 devaluation of the drachma 
had reduced the purchasing power of the working classes. 
He added that a reasonable adjustment of money wages 
and salaries could now safely be carried out, but this 
should not overtax available resources and the workers 
should not be deceived through inflationary grants. 

The Minister of Economic Coordination, Mr. Papali- 
gouras, in a speech to Parliament on December 17, re- 
affirmed the Government’s intention to maintain freedom 
to import and to continue policies conducive to monetary 
stability. Efforts will be continued to achieve budgetary 
surpluses which will be used to finance productive invest- 
ment. Effective July 1, 1955, a unified progressive income 
tax will replace both the numerous direct taxes (“analyti- 
cal” taxes) presently levied at flat rates on various cate. 
gories of income, and the progressive “synthetic” tax 
imposed on that part of over-all income from various 
sources which exceeds a certain limit. Very low incomes 
will be exempt from taxation. 

The Minister also stated that as of January 1, 1955 
the effective bank interest rate will be reduced from 12 
per cent (10 per cent plus 2 per cent commission) to 
10 per cent (9 per cent plus 1 per cent commission) per 
annum. The preferential interest rates applied to certain 
loans and advances (e.g., to exporters, tobacco traders, 
consumption cooperatives, etc.) will be abolished, but the 
rates applied by the Agricultural Bank and the National 
Mortgage Bank, in accordance with existing provisions, 
will remain unchanged. (All these measures were im- 
plemented by a Cabinet Decision of December 29, 1954.) 
Larger credit facilities at preferential interest rates will 
be assured to handicrafts and industries located in the 
provinces. Credit control will be continued, with greater 
emphasis on qualitative control. 

With a view to improving conditions in the money 
market and to help develop a capital market and attract 
foreign capital, the following steps are to be taken: (1) 
The dollar clause will be introduced with respect to all 
debts to banks that are due but not paid, as well as to time 
deposits with banks. (2) Industrial enterprises will be 
authorized to issue bonds guaranteed by a bank, with 
the dollar clause. (3) Payments to farmers connected 
with official purchases of farm products under the price- 
support programs will be made in the form of special 
Agricultural Bank bonds. (4) Registration of corpora- 
tion shares will be abolished, with the exception of shares 
of banks, of insurance companies and privileged public 
utility corporations, and of companies related to national 
defense. 

The Minister stated that labor legislation will be re- 
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vised with a view to giving greater protection to the 
working classes, particularly with respect to the right 
of employers to dismiss employees. Minimum wages will 
be raised, effective January 1, 1955 (the increase was 
subsequently reported at about 15 per cent). Measures 
will be taken to improve in the near future the financial 
situation of civil servants. A special tax (ranging from 
1 to 10 per cent on the cost of construction) will be im- 
posed on any new building construction in the large 
urban centers, the yield of the tax to supplement the 
resources needed for financing the workers’ housing plan. 

The Minister insisted on the need to execute a realistic 
program for economic development and to attach more 
importance than in the past to small land reclamation 
works which could be expected to bear fruit relatively 
quickly. 

It has been reported that all draft bills for the im- 
plementation of these measures are to be submitted to 
Parliament early in January 1955, so that the Legislature 
can start debating them on January 12, the day it re- 
convenes. 

Sources: Oikonomikos Tahidromos, Athens, Greece, De- 


cember 23 and 30, 1954. 
Russian Gold Policy 


The cessation of Russian gold sales is largely respon- 
sible for the quietness and the narrowness of the London 
bullion market in the latter part of 1954. Russian gold 
output, which is still put at 2 million ounces a year in 
the Union Corporation’s annual estimates of world pro- 
duction, was estimated by the U. S. Bureau of Mines to 
have amounted to 9 million ounces in 1953. Russian 
selling policy is governed mainly by the varying require- 
ments of the Soviet economy for foreign currencies. In 
general, Russia is still short of sterling and dollars, 
because its exportable surplus of foodstuffs and raw 
materials is smaller than it was, and as next summer a 
good deal of foreign exchange will be needed to pay for 
the capital equipment and other products ordered on bulk 
contracts in 1953 and 1954, Soviet gold sales may revive 
in 1955. 


Source: The Times, London, England, December 13, 
1954. 


Middle East 
Egyptian Pound Quotations 


The averages of published percentage premiums in 
November and December 1954 for sterling, the U.S. 
dollar, and the deutsche mark in Cairo in the “import 
entitlement accounts” were as follows: 











November December 
(per cent) 
Sterling biter 7.595 6.919 
U. S. dollar _. __..... 10.568 10.000 
Deutsche mark .....-. 10,250 8.555 
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The averages of premiums for the whole of 1954 for 
the three currencies above were 5.471, 6.958, and 7.769 
per cent, respectively. The lowest premiums for sterling 
and the deutsche mark were in April and for the U. S. 
dollar in June. The highest premiums for the deutsche 
mark were in October and for sterling and the U. S. 
dollar in November. The increases in the premiums 
toward the end of the year were due partly to seasonal 
factors and partly to lower than normal cotton exports. 


The averages of published quotations for the “export 
pound” in Beirut and Ziirich during November and 
December were as follows: 

November December 
Beirut (in Lebanese pounds 


per Egyptian pound) 8.80 8.68 
Ziirich (in U.S. dollars per 
Egyptian pound) 2.64 2.56 


The averages for the whole of 1954 were LL 8.68 per 
Egyptian pound in Beirut and US$2.63 in Ziirich. The 
December quotation in Ziirich was the lowest, and that in 
Beirut was one of the lowest, for the year. 


Sources: Al Ahram, Cairo, Egypt, various issues. 





Termination of IPC Concession for Oil Prospecting in Jordan 


By agreement between the Iraq Petroleum Company 
(IPC) and the Jordanian Government, the former’s con- 
cession for oil prospecting in Jordan has been terminated. 
The concession was granted in 1947 for a period of 
fifteen years ending in 1962. There has been no pros- 
pecting during the last two years, as previous efforts had 
not been successful. During the seven years of the con- 
cession, IPC spent £750,000 in prospecting and paid the 
Jordanian Government £717,000 in royalties. According 
to the new agreement, IPC is, within five days, to pay 
£400,000 to the Jordanian Government on account of 
royalties due, the Jordanian Government having agreed 
to reduce these royalties by £126,000 as an indemnity for 
the termination of the concession. 


Source: Le Commerce du Levant, Beirut, Lebanon, No- 
vember 27, 1954. 


Pakistan's New Import Policy 


Pakistan has announced a further liberalization of 
imports for January-June 1955. The total number of 
items listed, including industrial imports, is 311, com- 
pared with 144 previously allowed. The list includes 
cotton fabrics, silk fabrics, cotton thread and twist, iron 
and steel, motorcars, industrial machinery, medicines, a 
variety of oil-engines, and printing type. With the ex- 
ception of some items to be specifically imported from 
Japan and France, with whom Pakistan has bilateral 
trade agreements, all items may be imported from any 
part of the world. This is a departure from the earlier 
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policy which maintained separate lists for dollar and non- 
dollar imports. 


Source: The Financial Times, London, England, Decem- 
ber 28, 1954. 


New Industrial Bank for Pakistan 


The Managing Director of the National Bank of Pak- 
istan has announced that an industrial bank with an 
authorized capital of PRs 20 million—half subscribed 
from Pakistan and the rest by the United Kingdom and 
the United States—will be opened in June 1955. The 
State Bank, he said, would provide PRs 20 million, the 
International Bank for Reconstruction and Development 
PRs 30 million, and the Government of Pakistan PRs 20 
million; these payments would be in the form of deposits 
with the bank. 

Source: The Financial Times, London, England, Decem- 
ber 18, 1954. 


Far East 


Ceylon Rubber Replanting 


The Ceylon Government has decided to increase the 
allocation for subsidizing rubber replanting in 1955 by 
Rs 5 million (US$1.05 million). This will increase the 
area to be replanted from 16,000 to 22,000 acres. 
Source: The Financial Times, London, England, Decem- 

ber 23, 1954. 


Ceylon's Cooperative Credit Societies 


The Department of Cooperative Development in Ceylon 
has decided to raise the number of cooperative credit 
societies from 2,600 to 6,000, so that the ratio between 
societies and villages will be one to four, compared 
with the present ratio of one society to twelve villages. 
The Cooperative Provincial Banks will provide an initial 


capital of nearly Rs 5 million for the new credit societies. 


The cooperative loans will be given especially to those 

villages which need money for productive purposes, such 

as setting up in business, opening up cottage industries, 

or developing agricultural pursuits. 

Source: Ceylon News, Colombo, Ceylon, November 18, 
1954. 


Import Prohibitions in Thailand 


Thailand has classified various products as “luxury 
or goods produced locally” and has banned them for 
import. The Government will consider lifting the ban on 
these products if Thailand’s foreign trade again attains 
a favorable balance. 

The list of banned imports covers a wide range of 
goods, including certain food products and beverages, 
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furniture, automobiles and motor cycles (except under 
quota), footwear, straw goods, precious stones, watch 
straps, luxury watches, leather goods, luxury textile goods, 
glassware, chinaware, rubber goods, and stationery. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., December 27, 1954, 


Japanese Exports 


Contracts for the export of iron and steel goods made 
by Japanese exporters during the first seven months of 
the fiscal year April 1954-March 1955 amounted to 1.05 
million metric tons, i.e., 112 per cent of the target set 
for the entire fiscal year. Export contracts during the 
preceding fiscal year had amounted to 883,000 tons. The 
improvement has been attributed to lower export prices 
following the disinflationary policy adopted last year, to 
the wool-iron and steel link system (see this News Survey, 
Vol. VI, p. 98 and Vol. VII, p. 122), and to the widening 
of the scope of special trade arrangements which facili- 
tated exports to India, Pakistan, and Argentina. The 
principal destinations for exports in the current fiscal 
year have been Argentina (301,000 tons), India 
(173,000), Brazil (117,000), Thailand (42,000), and 
the Philippines (32,000). 

Japanese exports of raw silk during November 1954 
totaled 6,557 bales—7 per cent more than in October 
1954 and 30 per cent more than in November 1953. 
Total exports in the first eleven months of 1954 amounted 
to 67,513 bales, i.e., some 15 per cent more than in the 
corresponding period of 1953. 

Japan, which exported 1,250 million yards of cotton 
textiles in 1954, was the largest single cotton textile 
exporter in the world in both 1953 and 1954. 

Sources: The Journal of Commerce, New York, N. Y., 
December 7, 1954; The Nippon Times, Tokyo, 
Japan, December 22 and 31, 1954. 


United States and Canada 


U.S. Balance of Payments 


During the third quarter of 1954 there was a more 
than seasonal reduction in U. S. trade, which interrupted 
the expansion which had been in progress during the 
first half of the year. Merchandise exports declined by 
almost $600 million from the second quarter. About half 
of this corresponds to the normal seasonal decline, while 
about a quarter was due to the influence of the New York 
dock strike in March (which tended to add to the volume 
of second quarter exports); the remainder represented 
extra-seasonal reductions in foreign purchases. The de- 
cline of $300 million in merchandise imports was also 
larger than usual for the quarter. While partly affected 
also by the dock strike, a more important factor was & 
$153 million decline in coffee imports, in contrast to 
the rise which is usual during this period. This decline 
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was associated with a sharp fall in prices, although the 
volume of coffee imports was also down. Forward quota- 
tions indicate that further price declines may be expected. 

The decline in the U. S. trade surplus combined with 
a sharp seasonal rise in U. S. travel expenditures to 
reduce the current account surplus by $690 million from 
the second to the third quarters. An offsetting factor was 
the smaller decline of $386 million in U. S. unilateral 
transfers and capital outflow. As a result gold and dollar 
assets were transferred to other countries to the amount 
of about $600 million; the transfer during the previous 
quarter had amounted to $250 million. For the first nine 
months of the year, however, foreign gold and dollar 
acquisitions from the United States ($1,350 million) 
were smaller than in 1953, in the first nine months of 
which they totaled $1,900 million. Western Europe ac- 
counted for most of the difference. This does not reflect 
a deterioration in Western Europe’s financial position, 
but is rather an indication that reserves have become 
large enough to permit a greater use of current dollar 
receipts for reduction of debt, foreign investment, and 
increased purchases of goods and services. The payments 
position of some Far Eastern countries has also im- 
proved; the decline in dollar reserves during the first 
half of 1954 ceased and was reversed in the third quarter, 
as measures were taken to adjust balance of payments 
disequilibrium. Canada also accumulated reserves in the 
third quarter. 

U. S. exports to Latin America remained high in the 
third quarter, but in general the financial situation in 
Latin America has deteriorated. Brazil during July- 
October borrowed $160 million from the Federal Reserve 
Bank of New York and $40 million from private banks, 
in addition to increasing her liabilities to private U. S. 
creditors by about $40 million. During the third quarter, 
Colombia used up nearly all of the $70 million in dollar 
assets earned during the previous quarter. Both countries 
have tightened import restrictions during recent weeks. 
U. S. exports to Mexico were curtailed during the third 
quarter as a result of import restrictions and the devalu- 
ation of the peso adopted during the previous quarter. 
Source: Department of Commerce, Survey of Current 


Business, Washington, D. C., December 1954. 
US. Imports of Iron Ore 


Imports of iron ore into the United States in 1954 are 
estimated at about 15 million tons, about one third more 
than in 1953, although domestic steel production has 
been sharply lower. The increase is accounted for by 
new mining developments in Venezuela, Peru, and Can- 
ada. Shipments by Brazil and Liberia also were higher 
than in 1953, while iron ore imports from Mexico, Chile, 
and Sweden were less than in 1953. 

Source: The Journal of Commerce, New York, N. Y., 
December 22, 1954. 


Canadian Agricultural Position 


During 1954 Canadian farm cash receipts were $2,400 
million, about 124% per cent less than in 1953 and 15 per 
cent less than in the peak years 1951 and 1952. The 
decline took place almost entirely on account of smaller 
returns from western wheat, due to slow export sales re- 
sulting in congested elevators and reduced farm market- 
ings. Income from livestock, dairy produce, and poultry 
was higher than in 1953, most of the additional produce 
being sold in the domestic market. The existence of large 
carry-over stocks of wheat from earlier years will mini- 
mize the effects of the failure of the 1954 harvest, and 
some improvement in farm income may be expected in 
1955. Export prospects for wheat are now better than a 
year ago, owing to the reduction of inventories and the 
poor quality of the crop in the United Kingdom and 
Western Europe, and grain prices have firmed in recent 
months. In addition, import restrictions against dollar 
commodities have been eased in a number of markets. 


Source: Bank of Nova Scotia, Monthly Review, Toronto, 
Canada, December 1954. 


Latin America 


Termination of U.S. Ban on Mexican Cattle Imports 


Secretary of Agriculture Benson, stating that inspection 
work since April 1954 has shown no new outbreak of 
hoof-and-mouth disease among Mexican cattle, on De- 
cember 31 opened the U. S. border to imports of cattle 
and livestock products from Mexico. Imports from Mexico 
have been barred since May 1953, when an outbreak of 
the disease was discovered near Vera Cruz. 

Source: The Wall Street Journal, New York, N. Y., 
December 23, 1954. 


Economic Developments in Dominican Republic 


Exports from the Dominican Republic in the first nine 
months of 1954, at $92.9 million, exceeded exports in the 
corresponding period of 1953 by $12.9 million. The 
main reasons for the expansion were the sharp increases 
in coffee and cacao prices in international markets, which 
neutralized the decline in sugar prices. Since imports 
were less than in 1953, there was a trade surplus of 
$32.5 million. For the first ten months of 1954, foreign 
exchange holdings were 36 per cent more than in the same 
period in 1953. 

Source: Chase National Bank, Latin-American Business 
Highlights, New York, N. Y., December 1954. 


Fiscal Policies in Colombia 


In order to maintain a high level of economic activity, 
the Government of Colombia planned, for the fiscal year 
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1954, expenditure of 130 million pesos in excess of or- 
dinary revenue, and to obtain the corresponding funds 
sold an equivalent amount of bonds to the Banco de la 
Republica. As ordinary revenue exceeded the amount 
originally expected by 156 million pesos, the funds thus 
financed were not used and the bonds were canceled at 
the end of 1954. 


For the fiscal year 1955, the Government of Colombia 
has again sold to the Banco de la Republica bonds in the 
amount of 175 million pesos, which will be used for 
highway construction, electric power plants, and other 
investments. The Government expects, however, again in 
1955 to obtain revenue in excess of the amount budgeted, 
in which case these bonds will be canceled at the end of 
the year. 


Source: Semana, Bogota, Colombia, January 10, 1955. 


Copper Producton in Chile 


Information released by the Chilean Ministry of Min- 
ing indicates that Chile’s copper output in 1954 totaled 
361,000 metric tons, about 4 per cent less than in 1953. 
This decrease was primarily due to work stoppage and 
strikes in the three large mining companies (Chuquica- 
mata, Potrerillos, and El Teniente) in August-September. 
The copper output of these companies fell from 337,000 
metric tons in 1953 to 325,000 metric tons in 1954. An 
official forecast estimates that the large mining companies 
will produce 420,000 metric tons, and the medium and 
small miners 44,000 metric tons, in 1955. 


Source: El Mercurio, Santiago, Chile, January 4, 1955. 


Other Countries 


Australian Interest Rates 


The interest rates on fixed deposits which Australian 
trading banks are asked not to exceed have been raised 
by 4 per cent, making a maximum of 114 per cent per 
annum for 3-month deposits, 11 per cent for six months, 
134 per cent for 12 months, and 2 per cent for 2 years. 
The limit of £10,000 previously applied to deposits re- 
ceiving interest at the rate for 2-year deposits has been 
removed. The Commonwealth Savings Bank has also 
raised the rates payable on small personal savings ac- 
counts. 


Source: The Times, London, England, January 3, 1955. 


Australian Wool Prices 


The decline in Australian wool prices was checked late 
in November, and values recovered about 24 per cent 
in the early December sales. By the end of December 
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values were some 5-10 per cent below the seascn’s 
opening, and approximately 15 per cent below those 
ruling at the end of 1953. Prices fell further at the open. 
ing sales in 1955, when merino prices were 71% per cent 
lower than at the end of 1954. 


Sources: The National Bank of Australasia, Limited, 
Wool Letter, Melbourne, Australia, Decem. 
ber 24, 1954; The Times, London, England, 
January 11, 1955. 


New Zealand's Foreign Assets 


New Zealand’s net foreign assets declined by £8.2 
million during November, to approximately £91 million, 
The rapid decline since the end of June, when net assets 
had reached the record figure of £139.2 million, is at- 
tributed in part to the greatly increased volume of im- 
ports compared with last year, and in part to the return 
of free marketing of meat and dairy exports, which means 
that payments are delayed more than under the bulk 
purchase system. If the usual seasonal factors reassert 
themselves, the increasing volume of exports of dairy 
produce, wool, and meat should result in a reversal of 
the downward trend by January 1955. 


Source: The Financial Times, London, England, De. 
cember 29, 1954. 


Gold Coast Cocoa Crop 


The Department of Agriculture of the Gold Coast has 
issued a revised estimate of 220,000 tons for the cocoa 
crop of the 1954-55 season. The preliminary estimate 
had been 225,000 tons. In the 1953-54 season, when the 
preliminary estimate of 236,000 tons was revised down- 
ward to 205,000 tons, market prices climbed steeply to 
reach an all-time peak of over £550 a ton. The latest 
estimate for the current crop, however, is in line with 
market expectations, and on the day of the announcement, 
London future prices closed steady, at around £367 a ton 
for most positions. 


Source: The Financial Times, London, England, Decem- 
ber 23, 1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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